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810-2-8-.01 Taxable Income for Determining the Applicable Privilege Tax Rate.

(1) For tax years beginning after December 31, 1999, the taxable
income used to compute the tax rate for the Alabama Business Privilege Tax
shall be determined as follows:

(@) C Corporations. 1. The taxable income used to determine the
tax rate for the privilege tax shall be the federal taxable income before net
operating loss and special deductions. This income shall be apportioned in
accordance with §40-27-1, Code of Alabama 1975, and the accompanying rules.
Deductions shall not be allowed for the federal income tax or the Alabama net
operating loss in computing an income category for purposes of determining the
rate for the privilege tax. C corporations filing as members of an Alabama
consolidated group shall determine taxable income for the privilege tax on a
separate company basis.

2. Corporations granted permission by the Alabama Department of
Revenue to use separate accounting to determine Alabama taxable income shall
compute the income based on Internal Revenue Service Form 1120. The taxable
income before the deductions for the net operating loss and special deduction
shall be used to determine the income category for purposes of determining the
rate for the privilege tax.

3. Corporations granted permission by the Alabama Department of
Revenue to use any other alternative methods to apportion income shall use
these methods to determine the taxable income used to compute the tax rate for
the privilege tax.

(b) S Corporations. 1. The taxable income used to determine the
tax rate for the privilege tax shall be the federal ordinary income or (loss) from
trade or business activities plus any items of income or applicable deductions
passed through to the shareholders that were determined pursuant to 26 U. S. C.
§1366. This income shall be apportioned in accordance with §40-27-1, Code of
Alabama 1975, and the accompanying rules. Deductions shall not be allowed for
the federal income tax or the Alabama net operating loss in computing an income
category for purposes of determining the rate for the privilege tax.

2. S Corporations granted permission by the Alabama Department of
Revenue to use separate accounting to determine Alabama taxable income shall
compute the income based on the Internal Revenue Service Form 1120S. Any
Alabama income or expenses passed through to the shareholders shall be added
to or subtracted from the Alabama taxable income to arrive at the taxable income
used to determine the rate for the privilege tax.



3. S Corporations granted permission by the Alabama Department of
Revenue to use any other alternative methods to apportion income shall use
these methods to determine the taxable income used to compute the tax rate for
the privilege tax.

(c) Limited Liability Entities. 1. The taxable income used to
determine the tax rate for the privilege tax shall be the federal ordinary income or
(loss) from trade or business activities plus any items of income or expenses
passed through to the shareholders that were determined pursuant to 26 U. S. C.
§702. This income shall be apportioned in accordance with §40-27-1, Code of
Alabama 1975, and the accompanying rules.

2. Limited Liability Entities granted permission by the Alabama
Department of Revenue to use separate accounting to determine Alabama
taxable income shall compute the income based on Internal Revenue Service
Form 1065. Any Alabama income or expenses passed through to the
shareholders shall be added to or subtracted from Alabama taxable income to
arrive at the taxable income used to determine the rate for the privilege tax.

3. Limited Liability Entities granted permission by the Alabama
Department of Revenue to use any other alternative methods to apportion
income shall use these methods to determine the taxable income used to
compute the tax rate for the privilege tax.

(d) Real Estate Investment Trusts. 1. The taxable income used to
determine the tax rate for the privilege tax shall be the federal income before the
net operating loss deduction, the total deduction for dividends paid, and the 26 U.
S. C. §857(b)(2)(E) deduction. This income shall be apportioned in accordance
with §40-27-1, Code of Alabama 1975, and the accompanying rules.

2. Real Estate Investment Trusts granted permission by the Alabama
Department of Revenue to use separate accounting to determine Alabama
taxable income, shall compute the income based on Internal Revenue Service
Form 1120-REIT.

3. Real Estate Investment Trusts granted permission by the Alabama
Department of Revenue to use any other alternative methods to apportion
income shall use these methods to determine the taxable income used to
compute the tax rate for the privilege tax.

(e) Disregarded Entities. 1. The taxable income used to determine
the tax rate for the privilege tax shall be the federal ordinary income or (loss)
from trade or business activities plus any items of income or expenses passed
through to the shareholders that were determined pursuant to 26 U. S. C. §1361
or 26 U. S. C. §61. This income shall be apportioned in accordance with §40-27-
1, Code of Alabama 1975, and the accompanying rules.




2. Disregarded Entities granted permission by the Alabama
Department of Revenue to use separate accounting to determine Alabama
taxable income, shall compute the income based on either Internal Revenue
Service Form 1065 or Form 1120S which ever is applicable. Any Alabama
income or expenses passed through to the shareholders shall be added to or
subtracted from Alabama taxable income to arrive at the taxable income used to
determine the rate for the privilege tax.

3. Disregarded Entities granted permission by the Alabama
Department of Revenue to use any other alternative methods to income shall use
these methods to determine the taxable income used to compute the tax rate for
the privilege tax.

(f) Financial Institutions. 1. For Financial Institutions filing as C
corporations with the Internal Revenue Service, the taxable income used to
determine the tax rate for the privilege tax shall be the federal taxable income
before net operating loss and special deductions. For Financial Institutions filing
as S Corporations with the Internal Revenue Service, the taxable income used to
determine the tax rate for the privilege tax shall be the federal ordinary income or
(loss) from trade or business activities plus any items of income or expenses
passed through to the shareholders that were determined pursuant to 26 U. S. C.
§1366. This income shall be apportioned in accordance with Chapter 16, Title 40,
Code of Alabama 1975, and the accompanying rules. Deductions shall not be
allowed for the federal income tax or the Alabama net operating loss in
computing an income category for purposes of determining the rate for the
privilege tax. Financial Institutions filing as members of an Alabama consolidated
group shall determine taxable income for the privilege tax on a separate
company basis. (Note: Financial Institutions are subject to the Financial
Institution Excise Tax in Alabama and may not file as an Alabama C or S
Corporation.)

2. Financial Institutions given permission by the Alabama Department
of Revenue to use separate accounting to determine Alabama taxable income
shall compute the income based on either the Internal Revenue Service Form
1120 or Form 1120S which ever is applicable. For Financial Institutions filing as
S Corporations with the Internal Revenue Service, any Alabama income or
expenses passed through to the shareholders shall be added to or subtracted
from Alabama taxable income to arrive at the taxable income used to determine
the rate for the privilege tax.

3. Financial Institutions granted permission by the Alabama
Department of Revenue to use any other alternative methods to apportion
income shall use these methods to determine the taxable income used to
compute the tax rate for the privilege tax.



(9) Insurance Companies. For U. S. Life Insurance Company filing
Internal Revenue Service Form 1120-L, federal taxable income shall be total
taxable income less the dividends received deduction and the operations loss
deduction. For U. S. Property and Casualty Insurance Companies filing Internal
Revenue Service Form 1120-PC, federal taxable income shall be taxable income
less the dividend received deduction and the net operating loss deduction. This
income shall be apportioned in accordance with Title 27, Code of Alabama 1975,
relating to insurance companies.

Author: Voncile Catledge
Authority: Section 40-2A-7(a)(5), Code of Alabama 1975, as amended.
History: New rule: Filed July 26, 2000, effective August 30, 2000.




810-2-8-.02 Determination of the Apportionment Factors for the Privilege Tax.

(1)  For tax years beginning after December 31, 1999, taxpayers
engaged in multistate operations will determine the Apportionment Factors used
to compute Alabama net worth as follows:

(@) C Corporations, S Corporations, Limited Liability Entities, Real
Estate Investment Trusts, and Disregarded Entities engaged in multistate
operations shall apportion net worth computed under §40-14A-23, Code of
Alabama 1975, in accordance with §40-27-1, Code of Alabama 1975, and the
accompanying rules. During the determination period, the factors used to
determine Alabama net worth shall be computed in the same manner as
prescribed for purposes of the income tax levied by Chapter 18, Title 40, Code of
Alabama 1975.

(b) Financial Institutions shall apportion net worth computed under
§40-14A-23 in accordance with Chapter 16, Title 40, Code of Alabama 1975, and
the accompanying rules. During the determination period, the factors used to
determine Alabama net worth shall be computed in the same manner as
prescribed for purposes of the financial institution excise tax.

(c) Insurance companies subject to the insurance premium tax levied
by Chapter 4A of Title 27, Code of Alabama 1975, shall apportion income based
on the ratio of the insurer's Alabama premium income to its nationwide total
direct premiums. The information used to determine this ratio is reflected on
Schedule T of the insurer's annual statement filed with the insurance
commissioner for the immediate preceding tax year.

Author: Voncile Catledge
Authority:  §§ 40-2A-7(a)(5) and 40-14A-1, Code of Alabama 1975
History: New rule: Filed July 26, 2000, effective August 30, 2000.




810-2-8-.03  Execution of Privilege Tax Return. A paid preparer may execute
and file the business privilege tax return, extension request, and the annual
report, if a power of attorney is on file, or is filed simultaneously with the return,
etc., authorizing this action. Otherwise, the return, etc. must be executed by one
of the officers specified in Section 40-18-39(e), Code of Alabama 1975.

Author: Michael E. Mason
Authority: Sections 40-2A-7(a)(5) and 40-14A-26, Code of Alabama 1975
History: New rule: Filed March 20, 2001, effective April 24, 2001.




810-2-8-.04 Business Privilege Tax - Transition Rules from a Calendar Year
Basis To a Fiscal Year Basis.

(1) Scope. This rule is issued pursuant to Section 40-2A-7(a)(5),
Code of Alabama 1975, to provide guidance to business entities subject to the
Business Privilege Tax to transition from a calendar year tax basis to a fiscal year
tax basis and provide for the computation of a tax obligation when an accounting
period change is made.

(2) Definitions. The following terms have the meanings ascribed to
them for purposes of this rule:

(@) Business Privilege Tax. The tax levied by Section 40-14A-22,
Code of Alabama 1975.

(b)  Calendar Year Tax Period. The period from January 1 of each year
through December 31 of that year.

(c) Fiscal Year Tax Period. Any 365 consecutive day period other than
a calendar year tax period.

(d) Determination Period. A taxpayer’s taxable period that precedes
the taxpayer’s current taxable period.

(e) Determination Date. The date upon which the Business Privilege
Tax accrues.

(3)  Applicability of Taxing Statutes.

(a) Pursuant to Section 40-14A-2(b), for taxable years 2000 and 2001,
all taxpayers subject to the tax levied in Section 40-14A-22, shall have a
determination date of January 1 following the determination period. For all
taxable years ending after December 31, 2000, the determination date shall be
the first day of the taxable year following the determination period.

(b) If the taxpayer has a change of accounting period, that change
shall follow the rules provided in Section 40-18-30(a), Code of Alabama 1975.

Author: Michael E. Mason

Authority: Sections 40-2A-7(a)(5) and 40-14A-1, 40-14A-2, 40-14A-22 and
40-18-30(a), Code of Alabama 1975.

History: New rule: Filed March 20, 2001, effective April 24, 2001.
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